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ABSTRACT 



This report analyzes changes in the number of distressed 
counties in Appalachia since 1960, identifies macroeconomic trends associated 
with distress in Appalachia, and examines socioeconomic factors associated 
with long-term distress as well as factors that predict whether a county 
moved out of distress. These data are also compared with similar data for the 
rest of the United States. The number of distressed Appalachian counties 
declined from 214 in 1960 to 78 in 1980, then rose to 106 in 1990. These 
trends mirror national trends. Full -employment policies and the initiation of 
large-scale federal poverty alleviation and economic development programs set 
the stage for major reductions in national distress levels. The shift toward 
anti- inflation policies and away from full -employment policies, and the 
long-term rise in household income and wage inequality were associated with 
rising distress levels nationally and regionally since the 1980s. Within 
Appalachia, factors associated with movement out of distressed status include 
a higher share of manufacturing employment, becoming part of a metropolitan 
area, more diversified economy, higher educational attainment, higher 
percentages of people living in urban areas, and ability to attract retirees 
as residents. Factors associated with persistent distress include higher 
shares of mining employment, minority populations, and children and elderly 
dependent populations, and dependence on government transfer payments. Policy 
implications are discussed. Appendices present distressed counties by year, 
maps, research methodology, and information about study data. (Contains 66 
references.) (TD) 
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Executive Summary 



Progress and Challenges in Reducing Economic Distress in Appalachia: 

An Analysis of National and Regional Trends Since 1960 

This report presents an analysis of the changes in the number of distressed 
counties in Appalachia and the entire United States for the census years 1960, 
1970, 1980, and 1990 based on the Appalachian Regional Commission's (ARC) 
current distress measure. Distressed counties are those with poverty and 
unemployment rates one and a half times the national rates and with per capita 
incomes that are two-thirds or less than the national rate. The findings fill a critical 
gap in the research on Appalachia by identifying the number of distressed counties 
in Appalachia prior to the inception of the ARC, as well as throughout much of 
the ARC's existence. Furthermore, by determining the total number of distressed 
counties in the entire United States, this research provides a benchmark for 
socioeconomic conditions in Appalachia relative to the rest of the nation. 

Second, this report identifies macroeconomic and regional trends that are 
associated with both distress and improvement in Appalachia as well as the entire 
United States from 1960 to 1990. 

Third, this report analyzes the socioeconomic factors that are associated with 
long-term distress, as well as factors that predict whether a county moved out of 
distress in the region. 

Key Findings 

The central finding of this analysis is the significant improvement in the 
Appalachian Region since 1960, as the number of distressed counties in 
Appalachia has decreased by more than half during the years studied. The number 
of ARC counties identified as distressed declined sharply from 214 in 1960 to 161 
in 1970 and to 78 in 1980. These gains, however, were eroded during the 1980s as 
the number of distressed counties rose in 1990 to 106. Of the 214 counties that 
were distressed in 1960, 98 counties remained distressed and 116 were no longer 
distressed by 1990. The general decline in distressed counties in Appalachia from 
1960 to 1980, as well as the rise in the number of distressed counties between 
1980 and 1990, clearly mirrors national trends. 

This report also finds, however, that approximately one-quarter of the 
Appalachian counties that were distressed almost four decades ago remain 
distressed today. Furthermore, while the number of distressed counties in both 
Appalachia and the United States decreased dramatically between 1960 and 1980, 
a significant reversal occurred between 1980 and 1990 as the number of distressed 
counties both nationally and within the Appalachian Region began rising. Thus, an 
important component of this research is to determine the factors associated with 



the number of persistently distressed counties in Appalachia, as well as the rise in 
distress levels between 1980 and 1990. 

The changes in regional and national distress levels can be attributed to several 
macroeconomic national and international trends, as well as changes in public 
policies that are largely outside the scope and influence of the ARC. Full 
employment policies and the initiation of large-scale federal poverty alleviation 
and economic development programs set the stage for major reductions in national 
distress levels. The rise in distress levels nationally and regionally were associated 
with the rising inflation and energy price changes in the mid-1970s and early 
1980s, and with corresponding shifts in public policy toward anti-inflation policies 
and away from full employment policies. These macroeconomic factors had a 
pronounced effect on manufacturing and extractive industries, which in turn 
affected the Appalachian economy. Nationally, the long-term rise in household 
income and wage inequality are other factors associated with rising distress levels 
since the 1980s. 

Within the Appalachian Region, however, the results of the analysis of the 
region’s county-level economies have identified a number of significant factors 
that are associated with the movement of counties out of distressed status 
compared with persistently distressed counties: 

• A higher share of manufacturing employment, particularly in the 
South; 

• Counties that became part of metropolitan areas, particularly in the 
South; 

• A more diversified economy as reflected by a nonspecialized local 
economy; 

• Higher educational attainment rates for both high school completion 
and some college; 

• A higher percentage of the population living in urban areas (i.e., 
towns and small cities); and 

• The ability of a county to attract retirees to establish residency. 

In addition, this research identified several factors that were associated with 
persistent distressed status as compared with counties that moved out of distress: 

• A higher share of mining employment (half of the persistently distressed 
counties were mining-dependent); 

• A higher share of minority populations; 

• A higher share of children and elderly dependent populations; and 

• A higher dependence on government transfer payments. 
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Policy Implications 

A number of policy issues are raised by these findings. While manufacturing 
played a generally positive role in the past for reducing distress, the prospects for 
the future role of manufacturing are decidedly different. Indeed, the outlook is 
good only for the most productive, capital-intensive manufacturing sectors that are 
supported by a complex of high technology suppliers, and professional services in 
such fields as engineering, product design, marketing, and finance. 

Another issue is the vulnerability of coal-dependent counties to the fluctuations of 
energy prices and the demand for coal. The rising distress in the coal-dependent 
counties points to the need for greater economic diversification efforts to widen 
the economic base. 

Educational attainment is another prominent factor in predicting improvement. 
Future trends in the knowledge-based economy leave little doubt that educational 
attainment will continue to be a key factor in improving the prospects for 
distressed counties. Another important policy issue is the potential role of 
urbanized centers such as towns and small cities in improving the economic 
prospects of distressed counties. 

The overarching issue that stands out, however, is the fact that so much of the 
improvement in both Appalachia and the rest of the United States occurred during 
a period when national policy was supportive of full employment and poverty 
alleviation efforts. This finding suggests that regional economic development is 
most likely to take place when national policies create the conditions to support it. 
As such, addressing persistent distress would seem to require a renewed national 
commitment, similar to the one that inspired the establishment of the ARC and the 
regional development policies of the 1960s. 
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